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Abstract 
There is little doubt that how an IT outsourcing relationship is managed has a significant bearing on the overall 
success of an outsourcing venture. However, there has been a lack of empirical research with the view to 
developing a better understanding of the partnership type relationship between the client organisation and 
outsourcing vendor. This paper reports on the measurement and applicability of partnership quality using a 
mixed methods approach. The findings confirmed six dimensions of partnership quality which are important in 
evaluating the quality of a partnership type relationship in IT outsourcing. But findings also show that a 
partnership type relationship is more likely to exist for small to medium sized organisations.  
Keywords: IT outsourcing relationship, partnership quality 
INTRODUCTION 
The transactional nature of the relationship between IT outsourcing vendor and client has gradually evolved over 
time towards a partnership type relationship (Cheon, Grover & Teng 1995; Ye & Agarwal 2003). There is an 
increased emphasis on the importance of the quality of partnership between the client organisation and the IT 
outsourcing vendor for successful IT outsourcing activities (Lee & Kim 1999; eGlobal-CIO 2003).  
However, there has been little empirical research which has critically examined the quality of partnership in IT 
outsourcing relationships between the client organisation and the outsourcing vendor. Lee and Kim (1999) 
examined partnership quality as part of a larger quantitative model which looked at the relationships between 
antecedents of partnership quality, partnership quality and IT outsourcing success. Yet the dimensions of 
partnership quality have not been retested in subsequent research until the research of Lum (2005), which found 
that the measurement of the dimension conflict was lacking. Lum (2005) extended the measurement of 
partnership quality by including functional conflict and dysfunctional conflict as two separate dimensions in the 
measurement of conflict, and including additional item measures from the existing literature for each dimension 
of partnership quality. This research builds on the research of Lee and Kim (1999) and Lum (2005) by 
examining the extended partnership quality construct in-depth, using a mixed methods approach. In particular, 
this research sought to determine how important each of the six dimensions of partnership quality are in the IT 
outsourcing relationship. 
The structure of this paper is as follows. First, we provide an in-depth review of partnership quality and a 
rationale for the inclusion of functional conflict in its measurement. Then the research question investigated in 
this study is stated, and the research method employed to collect data to provide answers and insights into the 
research question is described and justified. Next, the results of the data analysis are presented and discussed in 
relation to the research question. Finally, the conclusions and implications of this research are discussed. The 
limitations of this study are acknowledged and suggestions for future research in this area are made. 
PARTNERSHIP QUALITY  
The partnership relationship between businesses has been studied extensively in the management literature. For 
example, the marketing discipline has examined inter-firm cooperation (Ring & Van de Ven 1994), partnering 
between manufacturers and distributors (Anderson & Narus 1990), manufacturers and sales agents (Anderson. & 
Weitz 1989), buyers and sellers (Dwyer, Schurr & Oh 1987), as well as auditors and clients (Levinthal & 
Fichman 1988). Empirical studies on the relationship or the partnership between IT outsourcing vendor and 
client started to emerge around 1997, but most of the studies were based in the United States, Europe and Asia 
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(McFarlan & Nolan 1995; Grover, Cheon & Teng 1996; Saunders, Gebelt & Hu 1997; Lee & Kim 1999; Kern & 
Willcocks 2000; Lee 2001).  
A partnership can evolve through a progression of transactional exchanges with increasing trust and commitment 
to an on-going relationship between business partners (Klepper 1995). The partnership-style relationship differs 
from the transactional-style relationship in the sense that it requires risk and benefit sharing between both parties 
(Henderson 1990; McNamara 2001). The partnership-style relationship is viewed as a series of changes, 
although a range of mechanisms also need to be established in order to monitor and execute its operations 
(Henderson 1990). In a partnership, every member of the relationship ‘…walk together and…pick each other up’ 
(McKeen & Smith 2001, p. 3). All parties should keep in mind what the partnership is trying to accomplish 
(McKeen & Smith 2001). This will enable the vendor to leverage its experience and knowledge toward meeting 
its client’s business requirements (McNamara 2001). Table 1 compares the purely transactional relationship 
perspective with the partnership type relationship perspective. 
Table 1 Comparison of the transactional style relationship perspective with the partnership style relationship 
perspective 
Transactional-style Partnership-style 
• Driven by client’s self-
interest (largely a ‘we-
versus-them’ mindset) 
• Shaped by a hierarchical 
relationship 
• Dictated by a win-lose 
strategy 
• No incentives to work 
together 
• Include a lot of finger-
pointing back and forth 
• Organisations begin to realise the strategic advantage of not just 
owning IT, but in using it in specific ways 
• Managers tend to be more interested in the impacts of IT on efficiency 
and effectiveness, rather than in the technical superiority of their 
organisational IT infrastructure 
• As the extent and scope of IT outsourcing projects increase, 
outsourcing vendors begin to take on management responsibility and 
risk, eventually joining clients as stakeholders in the process 
• This stage is driven or characterised by mutual trust, rather than the 
pursuit of self-interest 
• Organisations recognise that the mutual-exchange relationship in the 
long term is a win-win for them, and competitive advantage is to be 
gained through developing and sustaining high-quality partnerships 
Adapted from: Lee et al. (2003); Pfannenstein & Tsai (2004) 
The most significant element in an IT outsourcing partnership is that the profit motive is shared between both the 
client and vendor (Henderson 1990; Beaumont & Sohal 2004). If one’s profit is maximised at another’s expense, 
that is not a partnership (Lacity & Hirschheim 1993; Saunders, Gebelt & Hu 1997). In other words, all parties in 
a partnership should be allowed to gain profitability at the same time (McNamara 2001). 
Partnership quality refers to ‘how well the outcome of a partnership delivered matches the participants’ 
expectations’ (Lee & Kim 1999, p. 34). Lee & Kim (1999) proposed that trust, business understanding, benefit 
and risk share, conflict and commitment are key dimensions of partnership quality. 
Trust 
Trust is defined by Lee and Kim (1999, p. 36) as ‘the degree of confidence and willingness between partners’. 
However, the definition given by Moorman, Deshpande and Zaltman (1993, p. 82) is deemed to be clearer and 
hence adopted for this study: ‘a willingness to rely on an exchange partner in whom one has confidence’. An 
organisation is willing to rely on its partner when the partner is believed to perform actions that will result in 
positive outcomes, not to act opportunistically or bring detrimental impacts to the organisation (Bradach & 
Eccles 1989; Gulati 1995). Moorman, Deshpande and Zaltman (1993) emphasised that if one perceives its 
partner to be trustworthy but is unwilling to rely on that partner, trust is limited. Trust is an essential ingredient 
in cooperation and agreement (Blau 1964; Deutsch 1973; Pruitt 1981). It plays a significant role in the 
development of a long-term inter-organisational relationship and in facilitating an exchange relationship, because 
it leads to constructive dialogue and cooperative problem-solving (Pruitt 1981; Morgan & Hunt 1994; 
DiRomualdo & Gurbaxani 1998; Lee 2001). Trust is the key concept that distinguishes between a transactional-
style and a partnership-style relationship in IT outsourcing (Lee 2001). Trust evolves through mutually satisfying 
interactions between exchange partners and increasing confidence in the relationship (Lee 2001). Partners are 
more likely to undertake high-risk and coordinated behaviours when trust exists (Pruitt 1981). Trust is postulated 
to be the cornerstone of a partnership because the relationships characterised by trust are highly-valued when 
each party desires to commit itself to such relationships (Hrebiniak 1974; Spekman 1988; Morgan & Hunt 
1994). Trust is necessary for the perception of a fair division of the pie of resources between partners (Ganesan 
1994). In other words, lack of trust could be the biggest stumbling block to the success of a partnership 
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(Sherman & Sookdeo 1992). In the study by McLellan, Marcolin and Beamish (1995), a senior bank executive 
emphasised that trust is a precursor to the outsourcing of their IT functions.  
The predictability of a partner’s behaviour could be the biggest concern of organisations entering a partnership 
(Gulati 1995). Apart from a detailed contract, trust serves as an alternative control mechanism for making the 
partners’ behaviours predictable (Bradach & Eccles 1989; Gulati 1995). Several previous studies have found that 
inter-organisational trust is incrementally built with ongoing interactions between organisations (Good 1988; 
Ring & Van de Ven 1989; Ganesan 1994). This is because organisations and their partners learn about and 
understand each other while developing trust around norms of equity (Shapiro, Sheppard & Cheraskin 1992; 
Ganesan 1994). Prior experience with a partner can also mitigate the perception of expected opportunistic 
behaviour by the partner (Schurr & Ozanne 1985; Parkhe 1993; Ganesan 1994). However, trust is difficult to 
observe and measure because it has a taken-for-granted nature and is closely linked to fundamental social norms 
and customs (Gulati 1995). Once trust is established, organisations will learn that coordinated and joint efforts 
with partners can lead to outcomes that exceed what the organisation would achieve if it acted solely in its own 
best interests (Anderson & Narus 1990).  
Business Understanding 
Lee and Kim (1999, p. 36) defined business understanding as the ‘degree of understanding of behaviours, goals 
and policies between partners’. After reviewing the indicators that reflect business understanding in the relevant 
literature, it was found that partners should better understand each other in a wider range of business issues—
rather than just behaviours, goals and policies (DiRomualdo & Gurbaxani 1998; Hancox & Hackney 2000; 
Quinn 2000). Hence, business understanding in this study is defined as the degree of comprehension of business 
issues between partners. The business issues include each other’s vision, goals, culture, business processes, roles, 
values, objectives and ethical principles. Most successful partnerships have a shared vision (Konsynski & 
McFarlan 1990). If the divergences of interest among partners are to be overcome, a shared understanding of the 
specific benefits of collaboration is necessary (Konsynski & McFarlan 1990). Conflict can be reduced when 
there is a shared vision between partners, while the problems of opportunistic behaviours can be mitigated 
(Kogut 2000). Furthermore, a jointly developed vision helps to create an identity and clarify the common goals 
of a partnership, making the goals exciting and explicit (Kogut 2000; Quinn 2000). In a partnership, cultural 
compatibility is vital (Fitzgerald & Willcocks 1994; McFarlan & Nolan 1995; Kern 1997). Success can hardly be 
achieved if the partners are from fundamentally different domains and bring different perspectives (Hancox & 
Hackney 2000). Culture collisions often occur because organisations do not have specific business insights or the 
same culture as their partners (McKeen & Smith 2001). For a successful inter-organisational partnership, the 
cultures and operating styles of both organisations must be compatible (DiRomualdo & Gurbaxani 1998). In 
addition, both parties must develop mutual understanding of their business processes and identify critical aspects 
of the IT outsourcing partnership, including the roles played by each other in the relationship (Ring & Van de 
Ven 1994; DiRomualdo & Gurbaxani 1998; Lee & Kim 1999; Bull Group 2002). Shared values and objectives 
inform all stages of the partnership development process (Klepper 1995). When shared values and objectives 
exist, partners are more motivated to share knowledge with each other in order to achieve the common goals of 
the partnership (Ye & Agarwal 2003). A shared platform of ethical principles can also contribute to the 
effectiveness of a partnership (Quinn 2000; McKeen & Smith 2001). Without an understanding of each other’s 
business issues to a desirable level, both the outsourcing client and vendor may find that they can hardly resolve 
the inevitable differences and disputes that arise throughout their relationship (Klepper 1995).  
Benefit and Risk Sharing 
Benefit and risk sharing refers to the ‘degree of articulation and agreement on benefit and risk between partners’ 
(Lee & Kim 1999, p. 36). It is said to be one of the characteristics of a partnership. As mentioned previously, 
partnership is ‘…based upon mutual trust, openness, shared risk, and shared rewards…’ according to the 
definition by Lambert, Emmelnainz and Gardner (1999, p. 166). This dimension of partnership quality is 
correlated with the contractual agreement, which serves as a framework that provides normative guidelines 
within which the cooperation between partners proceeds (Llewellyn 1931; Gulati 1995). Previous literature has 
stressed the importance of managing a formal and strict contract as a governance structure for an outsourcing 
relationship (Lacity & Hirschheim 1993; McKeen & Smith 2001). However, it is almost impossible for a 
contract to completely and accurately indicate every real working relationship (Llewellyn 1931; Clark 1992). 
‘The mere specification of contracts represents a significant expense’ (Clark, Zmud & McCray 1995, p. 233). 
Hence, the significance of a flexible contract and trust that can exceed or override the importance of a contract 
between IT outsourcing vendor and client has been highlighted in previous literature (Fitzgerald & Willcocks 
1994; Clark, Zmud & McCray 1995; Harrison & St. John 1996). Harrison and St. John (1996) claimed that the 
formalisation and monitoring of contractual agreements can result in conflict and distrust. A rigorous or flexible 
contract can be suitable for the different partnerships formed between IT outsourcing clients and vendors, 
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depending on how the contract is administered. The focus of this study is on measuring the sharing of well-
specified risks and benefits in a partnership contract. To date, there is still much dissatisfaction with partnerships 
in general, especially regarding the equitable sharing of costs and benefits (Briggs 1996). Effective partnerships 
require explicit articulation and agreement upon the benefits accrued by each member of the partnership 
(Henderson 1990; Saunders, Gebelt & Hu 1997). An outsourcing deal can only be successful if both client and 
vendor benefit, or when the interests of both parties are addressed (Willis 2004). A conventional outsourcing 
contract for simple commodity transactions and services is insufficient in IT outsourcing (DiRomualdo & 
Gurbaxani 1998). A client should negotiate an agreement on the basis of a realistic and attainable win-win 
scenario with its vendor (Willis 2004). In an outsourcing relationship, the vendor should be able to make 
sustainable profit, whilst the client should also be able to achieve the negotiated cost reductions and quality 
service delivery in the relationship (Willis 2004).  
However, apart from the benefits gained from IT outsourcing, the risks that might arise from the uncertainties in 
IT outsourcing should also be taken into account by partners. Partnerships enable both IT outsourcing client and 
vendor to pool risks, therefore, they should have an increased willingness to take risks (Henderson 1990). An 
outsourcing contract between partners must emphasise both shared benefits and risks tied to tangible business 
results (DiRomualdo & Gurbaxani 1998; McNamara 2001). Because of the benefits and risks associated with 
commercial exploitation of IT, the issues of sharing and control are unique in IT outsourcing relationships 
(DiRomualdo & Gurbaxani 1998). For an IT outsourcing venture to succeed there must be adequate incentives 
for each party to share not only the benefits, but also the costs and risks over the course of the relationship 
(DiRomualdo & Gurbaxani 1998; McNamara 2003). A full risk and reward sharing contract is necessary, 
especially in situations of high uncertainty such as that in IT outsourcing (Fitzgerald & Willcocks 1994). 
Different types of benefit and risk sharing contracts apply in different circumstances (DiRomualdo & Gurbaxani 
1998). For example, organisations wanting cost-effective IT-enabled business solutions that require an 
understanding of their business should enter into partnership arrangements that give their vendor the incentives 
to learn about their business, while still maintaining the competitive pressures on the vendor (DiRomualdo & 
Gurbaxani 1998).  
Conflict 
Disagreements or conflicts always occur in relational exchanges (Dwyer, Schurr & Oh 1987). Conflict is defined 
by Lee and Kim (1999, p. 36) as the ‘degree of incompatibility of activities, resource share, and goals between 
partners’. In the organisational behaviour area, conflict is defined as ‘a process that begins when one party 
perceives that another party has negatively affected, or is about to negatively affect, something that the first party 
cares about’ (Huczynski & Buchanan 2001, p. 770; Robbins et al. 2001, p. 4). Robbins et al. (2001) recognised 
that there has been a transition in conflict thinking. The traditional view (1930s to 1940s) argued that all conflict 
is harmful and must be avoided (Robbins et al. 2001). The human relations view (1940s to mid-1970s) perceived 
conflict as a natural occurrence in all groups and organisations (Robbins et al. 2001). Thus, inevitable conflict 
needs not be negative, but rather, has the potential to positively impact on group performance (Robbins et al. 
2001). The most recent perspective, the interactionist view, proposes that conflict can not only be a positive 
force, but it is necessary for a group to perform effectively (Robbins et al. 2001).  
Functional and Dysfunctional Conflict 
Basically, two major types of conflict have been identified: functional conflict that supports organisational goals 
and improves performance; and dysfunctional conflict which has the opposite effect (Huczynski & Buchanan 
2001; Robbins et al. 2001). The frequency, intensity and duration of disagreements are said to affect the overall 
level of conflict in a working partnership (Anderson & Narus 1990). Up to a certain level, conflict is productive; 
beyond this level, conflict becomes counter-productive (Schroder, Yussuf & Mavondo 2000). Previous IT 
outsourcing studies that examined conflict have always looked at conflict from a dysfunctional view (Lee & Kim 
1999; Lee 2001; Sun, Lin & Sun 2002). However, several studies examined the positive view of conflict and 
emphasised that the two different dimensions of conflict should not be overlooked (Amason 1996; Wong et al. 
1999; Schroder, Yussuf & Mavondo 2000). Amason (1996) claimed that conflict should at least be recognised as 
two distinct, but related, forms (dysfunctional and functional). It is inappropriate to address one dimension of 
conflict while ignoring the other (Amason 1996). Conflict may occur due to the incompatibility of activities or 
resources allocation, and different styles, goals or cultures between partners (Lee & Kim 1999; Wong et al. 
1999). When conflict arises, the hostility and bitterness resulting from disagreements not being resolved 
amicably can lead to pathological consequences such as resentment, tension, anxiety, retarding of 
communication, reduction in cohesiveness, or even relationship dissolution (Hellriegel, Slocum & Woodman 
1992; Morgan & Hunt 1994; Robbins et al. 2001). In such situations, dysfunctional conflict is said to have 
occurred. However, when disputes are resolved amicably, such disagreements can be referred to as functional 
conflict (Robbins et al. 2001). Functional conflict can prevent stagnancy, stimulate interest and curiosity, further 
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the creation of new ideas, improve the quality of decisions, and provide a ‘medium through which problems can 
be aired and solutions arrived at’ (Deutsch 1973, p. 19; Robbins et al. 2001). Functional conflict, therefore, may 
increase the productivity in a relationship and can be viewed as ‘just another part of doing business’ (Anderson 
& Narus 1990, p. 45; Hellriegel, Slocum & Woodman 1992). Trust, communication and past cooperative 
behaviours lead to the perception that conflict can be functional (Deutsch 1969; Anderson & Narus 1990; 
Morgan & Hunt 1994). Therefore, problems can then be discussed openly without the fear of malevolent actions 
by partners (Morgan & Hunt 1994). Organisations in successful partnerships would have acknowledged that 
disagreements cannot be avoided in a relationship (Anderson & Weitz 1989). Rather than allowing conflict to 
negatively affect their relationship, partnering organisations develop mediating mechanisms to defuse and settle 
their differences (Anderson & Weitz 1989).  
Commitment 
Lee and Kim (1999, p. 36) defined commitment as the ‘degree of the pledge to relationship continuity between 
partners’. Dwyer, Schurr and Oh (1987) and Klepper (1995) further emphasised that the pledge can be in either 
an implicit or explicit form. When the exchange partners believe that an ongoing relationship is important and 
worth working on, the relationship will warrant maximum effort from the partners in maintaining it (Moorman, 
Deshpande & Zaltman 1993). In the services relationship marketing area, Berry and Parasuraman (1991, p. 139) 
claimed that ‘relationships are built on the foundation of mutual commitment’. Commitment among the 
members of a partnership is a major contributor to the belief that the relationship would be sustained (Henderson 
1990). Mutual commitment can result in the exchange partners working together to increase mutual profitability 
(Anderson & Weitz 1992). Trust is said to be the major determinant of a relationship commitment (Achrol 1991; 
Morgan & Hunt 1994). Mistrust decreases commitment in a relationship and shifts the transaction to one of more 
direct short-term exchanges (McDonald 1981). When a partner delivers superior benefits, it will be highly-
valued (Morgan & Hunt 1994). Organisations will commit themselves to maintain and retain the relationships 
with such partners because commitment is identified as a key to achieving valuable outcomes (Morgan & Hunt 
1994). When partners are committed to and are willing to maintain a relationship, this will encourage ongoing 
value-adding contributions to the relationship (McKeen & Smith 2001). Therefore, commitment is central to the 
success of relational exchanges (Morgan & Hunt 1994).  
RESEARCH QUESTION AND METHOD 
The following general research question was investigated in this project using a mixed methods approach: 
RQ: How important are each of the dimensions of partnership quality (trust, business understanding, mutual 
sharing of benefits and risks, conflict, commitment) in an IT outsourcing relationship? 
A mixed method approach (Gable 1994) of a survey and in-depth interviews allowed the researchers to 
triangulate the research findings using both quantitative and qualitative data, thereby increasing the validity and 
reliability of the findings. Hence, the general research question was investigated in two data collection phases. 
Firstly, we tested an extended model of partnership quality (Lum 2005) using a quantitative survey. The 
instrument used by Lee and Kim (1999) to measure partnership quality was refined to include functional conflict. 
We surveyed a range of small, medium and large Australian organisations about partnership quality and IT 
outsourcing success. We selected 600 organisations from each category (small, medium, large) from the 
Business Whos Who database for our sample of 1800 organisations. The targeted respondent in each organisation 
for the survey was the senior IT executive (IS/IT Manager or CIO) or the person responsible managing 
outsourcing of IT. A response rate of about 9 percent was achieved once the sample size was adjusted for 
ineligible (not outsourcing IT) or unreachable organisations (incorrect postal address or organisation no longer 
existed). We further validated the importance of the dimensions of partnership quality by conducting ten 
in-depth interviews with four CIOs, five senior managers from a range of different sized outsourcing vendor 
organisations, and an IT consultant who has been heavily involved in IT outsourcing arrangements with a 
number of large organisations. The qualitative data collected from the interviews allowed us to validate and 
confirm the relative importance of the dimensions of partnership quality which had been derived from the 
findings of the quantitative survey. The qualitative data also allowed us to include the opinions of the CIOs, 
Senior Managers of outsourcing vendors and an IT consultant in determining the relative importance of each 
dimension of partnership quality. The interviews were transcribed, and then coded using the theoretical 
framework of the six dimensions of the extended partnership quality model which guided and informed the 
qualitative analysis (Miles & Huberman 1994; Richards 1999; Carroll & Swatman 2002; Gibbs 2002). Both 
researchers in this project coded and analysed the interview notes separately. Another researcher who was 
knowledgeable about IT outsourcing was asked to review the interview data, the coding and analysis to further 
increase the validity and reliability of the interpretation of the data analysed from the interviews. 
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RESULTS OF DATA ANALYSIS OF SURVEY DATA 
The normality of the items measuring each dimension of partnership was examined graphically using bar charts 
and box plots and by examining the skewness and kurtosis of each item. Table 2 shows that means, standard 
deviations, skewness and kurtosis of each these items measuring partnership quality was within the acceptable 
range for normal data (Coakes 2005). The means were calculated from a Likert scale which the survey 
respondents used to rank their level of disagreement or agreement with the statements, measuring six dimensions 
of partnership quality on a scale from 1 to 5. 
Table 2 Normality assessment statistics (mean, standard deviation, skewness, kurtosis) 
  
N 
Valid Missing Mean  
Std. 
Deviation Skewness 
Std. Error 
of 
Skewness Kurtosis 
Std. Error 
of 
Kurtosis 
Trust1 88 0 4.18 .865 -1.018 .257 .584 .508 
Trust2 88 0 4.22 .823 -.930 .257 .450 .508 
Trust3 88 0 4.00 .858 -.895 .257 1.081 .508 
Trust4 88 0 3.84 .829 -.436 .257 -.199 .508 
Trust5 88 0 3.90 .923 -.512 .257 -.518 .508 
Trust6 88 0 4.08 .874 -.686 .257 -.217 .508 
Trust7 88 0 4.07 .799 -.677 .257 .226 .508 
Trust8 87 1 4.15 .800 -.557 .258 -.433 .511 
Trust9 88 0 4.10 .910 -.861 .257 .034 .508 
Trust Average   4.06      
Bus1 88 0 3.86 .860 -.840 .257 .899 .508 
Bus2 88 0 3.84 .771 -.793 .257 1.567 .508 
Bus3 87 1 4.13 .804 -1.059 .258 1.993 .511 
Bus4 87 1 3.48 .963 -.390 .258 -.260 .511 
Bus5 87 1 3.62 .918 -.550 .258 -.117 .511 
Bus6 88 0 3.57 .920 -.296 .257 -.304 .508 
Business 
Understanding 
Average 
  3.74      
Risk1 87 1 3.46 1.032 -.247 .258 -.648 .511 
Risk2 87 1 3.45 1.118 -.710 .258 -.352 .511 
Risk3 86 2 2.70 1.159 .154 .260 -.681 .514 
Risk4 85 3 2.29 1.056 .437 .261 -.496 .517 
Risk5 87 1 3.00 1.057 .000 .258 -.466 .511 
Sharing Risks 
and Benefits 
Average 
  2.98      
Dysconflict1 87 1 2.22 1.104 .560 .258 -.797 .511 
Dysconflict2 88 0 1.94 .975 1.029 .257 .870 .508 
Dysconflict3 88 0 2.65 1.104 .008 .257 -1.201 .508 
Dysconflict4 88 0 2.18 1.078 .642 .257 -.606 .508 
Dysconflict5 88 0 2.32 1.130 .515 .257 -.785 .508 
Dysconflict6 88 0 2.08 1.008 .733 .257 -.183 .508 
Dysfunctional 
conflict average   2.23      
funconflict1 88 0 3.92 .834 -.579 .257 -.003 .508 
funconflict2 88 0 3.34 .933 -.390 .257 -.042 .508 
funconflict3 87 1 4.13 .760 -.706 .258 .466 .511 
funconflict4 88 0 3.49 .816 -.222 .257 -.473 .508 
funconflict5 88 0 3.53 .870 -.428 .257 -.052 .508 
funconflict6 88 0 3.64 .790 -.535 .257 -.058 .508 
Functional 
conflict average   3.67      
Comm1 84 4 4.02 .703 -1.316 .263 4.289 .520 
Comm2 84 4 3.73 .779 -.583 .263 .532 .520 
16th Australasian Conference on Information Systems Partnership Quality- Mixed Method Review 
29 Nov–2 Dec 2005, Sydney  Dr Michael Lane 
  
N 
Valid Missing Mean  
Std. 
Deviation Skewness 
Std. Error 
of 
Skewness Kurtosis 
Std. Error 
of 
Kurtosis 
Comm3 84 4 3.73 .758 -.359 .263 .405 .520 
Comm4 84 4 3.97 .676 -.892 .263 2.027 .520 
Comm5 84 4 4.17 .686 -1.750 .263 6.340 .520 
Comm6 84 4 4.21 .731 -1.613 .263 4.777 .520 
Commitment  
Average   3.97      
 
We were unable to conduct factor analysis as there were an insufficient number of responses. A bare minimum 
of five cases is needed for each construct item, which would have required 190 case observations/responses 
(Coakes & Steed 2004). As a result, an alternative technique for assessing the construct validity of PQ was used: 
we ran a correlation analysis on the six dimensions of partnership quality, both overall for all measurement items 
and individually for the items measuring each dimension. We also ran reliability analysis on the items measuring 
each dimension of partnership quality. The results of these two analyses determined which items were retained 
for each dimension of partnership quality. A summated average was calculated for each dimension of partnership 
in order to conduct the multiple regression analysis. 
Correlation analysis was chosen to assess the construct validity of partnership quality in two ways: convergent 
validity and discriminant validity. Convergent validity assesses the degree to which the measurement items of 
each dimension of partnership quality are correlated with each other (Hair et al. 1998). High correlations indicate 
that the scale is measuring its intended concept (Hair et al. 1998). Discriminant validity measures the degree to 
which the items from the different dimensions of partnership quality are distinct to each other (Hair et al. 1998; 
Neuman 2003). Each item from a particular dimension was assessed to determine the extent to which that item 
was correlated with the summated score of another dimension (Hair et al. 1998). The correlation should be low, 
or at least not higher than the correlations between the items and the summated score of a similar dimension 
(Hair et al. 1998). In order to interpret the results of correlation analyses to determine which measurement items 
were reliable and/or valid for each dimension of partnership quality, the item-total statistics of each item within 
its own dimension was examined. Only the measurement item of functional conflict (FC1) was found to be 
problematic, as it had one item-total correlation below 0.4. This indicated problems of convergent and 
discriminant validity with this measurement item. In addition, if item FC1 was removed, the reliability of the 
functional conflict dimension of partnership quality also increased slightly. On this basis, item FC1 was dropped 
from the functional conflict dimension of partnership quality. All of the measurement items that were retained 
displayed adequate convergent and discriminant validity (see Table 3). 
Table 3 Partnership quality measurement items retained after the correlation analysis 
Dimensions of 
Partnership Quality 
No of 
items Measurement items retained 
Trust 9 Items All retained 
Business 
Understanding 6 Items All retained 
Benefit and Risk 
Sharing 5 Items All retained 
Dysfunctional Conflict 6 Items All retained 
Functional Conflict 5 Items FC1 dropped because low inter-correlations with other functional conflict items 
Commitment 6 Items All retained 
* all items with inter-correlations with their other measurement items that were above 0.4 and significant at 0.01were retained 
for each dimension of partnership  
The reliability of the retained measurement items of PQ was assessed by evaluating the Cronbach Alpha 
coefficient for each of the six dimensions.  
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Table 4 Reliability of the six dimensions of Partnership Quality (PQ) 
Dimension of Partnership Quality Cronbach Alpha 
1. Trust (all 9 items retained) 0.941 
2. Business Understanding (all 6 items retained) 0.883 
3. Benefit and Risk Sharing (all 5 items retained) 0.843 
4. Dysfunctional Conflict (all 6 items retained) 0.934 
5. Functional Conflict (5 items retained, FC1 dropped) 0.843 
6. Commitment (all 6 items retained) 0.888 
Table 4 shows that all of the alpha coefficients for the six dimensions of PQ were well above the recommended 
level of 0.7 (Nunnaly 1978) indicating that they were reliable measures of the six dimensions of partnership 
quality. 
We conducted further analysis to see if the overall means for each dimension of partnership quality differed 
across small, medium and large organisations (see Table 5).  
Table 5 Comparison of Mean Rankings of Six Dimensions of Partnership Quality across Organisational Size in 
Terms of Number of Employees 
Organisation 
Size  Trust 
Business 
Understanding 
Risk 
Benefits 
Sharing 
Dysfunctional 
conflict 
Functional 
conflict Commitment 
Small 
organisations N Valid 44 44 43 44 44 44 
  Missing 1 1 2 1 1 1 
  Mean 4.09 3.72 2.96 2.29 3.51 3.88 
Medium 
organisations N Valid 25 25 25 25 25 25 
  Missing 2 2 2 2 2 2 
 Mean 4.19 3.85 3.11 1.94 3.90 4.04 
Large 
organisations N Valid 13 13 13 13 13 13 
  Missing 0 0 0 0 0 0 
  Mean 3.76 3.68 2.71 2.74 3.67 4.06 
Table 5 shows that the overall means of the six dimensions of partnership quality varies significantly across 
small, medium and large organisations for some of the factors such as trust, business understanding, sharing of 
risks and benefits and dysfunctional conflict.  
DISCUSSION OF IMPORTANCE OF SIX DIMENSIONS OF PARTNERSHIP 
QUALITY 
The quantitative findings are now discussed in relation to the qualitative data collected about relative importance 
of the six dimensions of partnership quality in ten case study interviews.  
Firstly, Trust, with an aggregate mean of 4.06, was found to be critical for establishing and maintaining a 
successful partnership in an IT outsourcing relationship by the majority of the interview informants. The findings 
also show that trust was not as strong in large organisations (mean 3.76) compared to small (mean 4.09) and 
medium sized organisations (mean 4.19). Our quantitative findings, which indicated that trust was most 
important factor in a partnership type relationship between the client organisation and IT outsourcing vendor, 
were reinforced by the qualitative findings from the in-depth interviews. The majority of the informants 
considered trust to be critical for a successful partnership type relationship, but also qualified that view by 
emphasising that a partnership type relationship was unlikely to exist between large organisations and the 
outsourcing vendor. Indeed, one informant noted that the relationship between a large client organisation and 
outsourcing vendor was adversarial from the start and that trust was largely non-existent. For a partnership type 
relationship to be successful, a strong level of trust has to exist between the client organisation and the 
outsourcing vendor. This finding was supported by the existing literature which considers trust to be the 
cornerstone of any successful partnership 
A good understanding of the business of the client organisation by the IT outsourcing vendor was found to be a 
significant measure of a good partnership between the client organisation and the outsourcing vendor in the 
survey data, with a mean of 3.76. Our findings also show that the level of business understanding was not as 
strong in large organisations (mean 3.68) compared to small (mean 3.72) and medium sized organisations (mean 
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3.85). The qualitative data from the interviews provided some interesting insights into why a good understanding 
of the client organisation’s business and IT function(s) being outsourced by the outsourcing vendor was critical 
for a successful partnership type relationship. Understanding how a client organisation conducted their business 
went beyond what was specified in a contract agreement and the associated service level agreements. For 
instance, one client organisation had outsourced their IT help desk function, which is a commonly outsourced IT 
function, but were unhappy with the quality of service provided by the staff of the outsourcing vendor assigned 
to this IT function despite the fact that the SLAs were met. With large organisations, the complexity of 
contractual clauses in SLAs often gets in the way of a good understanding of the business. In general, where an 
IT function required human intervention, or was part of a business process that required human intervention, 
understanding the business of the client organisation then becomes critical. It was also evident that for certain IT 
functions the outsourcing vendor could bring expertise and skills that were not available within the client 
organisation’s own IT department, or the outsourcing vendor could put the client organisation in touch with 
other client organisations who had expertise and skills with a particular system or technology. 
Sharing of the risks and benefits was found to be a neutral dimension of a successful partnership between the 
client organisation and the outsourcing vendor in the survey data, with an average mean of 2.98. This indicated 
that there was varying agreement among the client organisations regarding the sharing of the risks and benefits 
associated with an outsourcing relationship. Our findings also show that the sharing of the risks and benefits was 
not as strong in large organisations (mean 2.71) compared to small (mean 3.11) and medium sized organisations 
(mean 2.96). This finding by the qualitative data from the interviews indicated that, in SME organisations 
particularly, the sharing of the risks and benefits with the outsourcing vendor was critical for a successful 
partnership type relationship, where both parties benefited and the risks associated with IT were reduced. Indeed, 
for SME organisations it makes good business sense to outsource IT when it is a business enabler, rather than a 
differentiator, as noted by one of informants of an outsourcing vendor organisation. In large organisations, the 
outsourcing vendor has often entered into an arrangement which distinctly advantaged the client organisation in 
terms of the sharing of risks and benefits.  
Dysfunctional conflict was not found to be a significant dimension of a successful partnership between the client 
organisation and the outsourcing vendor in the survey data overall, with a mean of 2.23. This indicated that, in 
general, dysfunctional conflict did not impact negatively on a partnership type relationship. Our findings also 
show that the level of dysfunctional conflict is much stronger in large organisations (mean 2.74) compared to 
small (mean 2.29) and medium sized organisations (mean 1.94). This finding is reinforced by the qualitative data 
from the interviews which provided some valuable insights into this dimension. The qualitative data indicated 
that in relationships between large client organisations and outsourcing vendor, there was considerable 
dysfunctional conflict right from the start and that often partnership was virtually non-existent in the outsourcing 
relationship. As one of the informants noted, the terms of the contract agreement between the two parties was so 
much in favour of the client organisation and so inflexible that the outsourcing vendor struggled to actually make 
any profit out of the outsourcing contract. Hence, the two parties had adopted almost adversarial roles right from 
the beginning of the outsourcing relationship, with dysfunctional conflict being ever present.  
Functional conflict was found to be a significant dimension of a successful partnership between client 
organisation and the outsourcing vendor with a mean of 3.67 indicating that, in general, functional conflict had a 
positive impact on a partnership type relationship. . Our findings also show that the level of functional conflict 
was relatively consistent for large organisations (mean 3.67) when compared to small (mean 3.51) and medium 
sized organisations (mean 3.90), although medium sized organisations had higher levels of functional conflict 
than the overall average. In general, the qualitative data supported this proposition, particularly in relation to 
small to medium organisations where a number of the interview informants indicated functional conflict actually 
brought the two parties in an outsourcing relationship together in a crisis where they worked and pulled together 
for a common good and benefit. One case informant likened functional conflict as being similar to a war where 
different individuals are thrown together, but in the face of a crisis pulled together for the common good.  
Commitment was found to be a very significant dimension of a successful partnership between client 
organisation and the outsourcing vendor, with a mean of more than 3.97 indicating that, in general, commitment 
had a very positive impact on a partnership type relationship. The qualitative data from the interviews provided 
some interesting insights into why commitment by the client organisation and the outsourcing vendor was 
critical for a successful partnership type relationship. A partnership type relationship is dynamic and evolving 
and, as discussed previously, trust needs to be built and maintained in order for there to be a genuine sharing of 
risks and benefits. Commitment is needed for the outsourcing vendor to be able truly understand the business of 
the client organisation and how they can add value through delivering IT services, while at the same time 
leveraging any potential conflict that might arise in a positive manner and limiting any negative consequences of 
conflict. In other words, for all of these factors to work in a positive manner in an outsourcing relationship there 
needs to be commitment to the relationship, as a partnership, from the client organisation and the outsourcing 
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vendor. Indeed one of the case informants from an outsourcing vendor organisation indicated that they were was 
quite selective in choosing to enter into a partnership with a client organisation. One of their criteria was to 
determine whether the client organisation was really serious about and committed and ready for a partnership 
type relationship. 
Conclusions and Implications 
The results reported in this paper show that the six dimensions of partnership quality are important indicators of 
a successful partnership relationship between the client organisation and the outsourcing vendor. Both the 
quantitative and qualitative findings of this study provide strong support for trust being a critical success factor 
in a partnership type relationship, and that both client organisation and outsourcing vendor need to be committed 
to a partnership type relationship where trust is built and maintained over time. In general, qualitative data 
provided some deeper insights and understanding of the partnership type IT outsourcing relationship and 
indicated that a partnership type relationship might only be valid for small to medium organisations. Indeed, for 
many large client organisations, a partnership type relationship with the outsourcing vendor may be non-existent. 
Trust is the critical success factor for a partnership type relationship which mostly occurs in small to medium 
organisations, while trust is often virtually non-existent as is a partnership type relationship between large 
organisations and the outsourcing vendor. Not surprisingly, a lack of equitable sharing of risks and benefits and 
dysfunctional conflict were significant factors impacting negatively on the relationship between a large 
organisation and the outsourcing vendor when trust is non-existent. Functional conflict was also seen as having a 
potentially positive impact on the outsourcing relationship. 
As the data sample used in this study was not large and the response rate was not high, the findings from this 
study should be treated with caution and more empirical work is required to confirm the robustness of instrument 
measuring partnership quality. Given the multi-dimensionality of partnership quality in an outsourcing 
relationship, future empirical work should also examine the interrelationships between six dimensions of 
partnership quality. It is evident from the existing literature and the findings of this study that there are 
significant relationships between six dimensions of partnership quality, and that trust and commitment are the 
key drivers in the partnership relationship between the client organisation and the outsourcing vendor. 
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